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13739111 AND $O WE USE TRADL AND INVISTHINT, SOME DIVILOPAINT DOLS
see RELY OH AID, AND VI SHOULD PROVIDE AID Y0 INE POORER
INFO p;o-gn 1884 A6 COUNTRILS, BUT OTKER COUNTRIES RUST RILY MORE ON TRADL AND
" INVESINENT,
D 3718071 KAV 82 1FF-4 .
it ANEMBASSY PARIS 8. OIRECTOR WICK KAS SPEARHEADED THE ATLANYIC-PACIFIC
70 USICA WASHDC WIACT IMRIDIATE 1113 YOUTH INITIATIVE, WHICK RESPONDS TO SEVERAL CLEMENTS:
BY FIRST: THE DRIFTING APARY OF CONTACTS AMONG LS, WE -
sEcCRtE?Y SICUM ll of N PARIS IN” Ry . . SHOULD ATTENPT YO REFORGE A CONSENIUS ON SWARLD VALUES.
w— WhaNgatiienn UL I M T e e SECOND, YOUTH 1S CONSIDERED A B1C PROBLEM IN FUROPE, AND
USICA WE ‘SHOULD BE CONCERNED ALSO. MR, NORMAYS COMMENDED MESSAS,
WICK AND CHAPHAN FOR ln;ll SPECIAL AND UNIQUE COMIRIBUTION
DIRDIS © . 70 TRE YOUTH EXCHANGE INITIATIVE,

FOR DIRECTOR VWICK PASS BALDYGA AND SCHNEIDER FROM HIDGES .'

£. 0. 12065: ADS-) $/17702 WEDGES, JOAN L, OR-0) ,
SUBJECT: REPORY OF WHITE MOUSE/STATE/USICA MAY 34 PARIS [
RCETING - et

1. . G-ENTIRE YEXT) “

2. FOLLOVING l$ A l[POR'l of NSCUSSIDN AT THE MAY 14
VHITE HOUSE/STATE/USICA MEETING MELD AT -ANEMBASSY "RIS.
I YIEW OF 178 SENSITIVITY, 1T:15 SENT IN THIS. CHANKEL FOR
YOU TO DETERMINE FURTHER DISTRIBUTIOR,

3. DISCUSSIONS VERE MELD FROM BSBD 0 1238, PARTICIPANTS
WCRE: USICA/VASHINGTON--DIRECTOR VICK, MICHAEL SCHNEIDER,
MICHAEL EISENSTADT; VHITE MOUSE--HENRY NAU; STATE
DEPARTHENT ~-ROBERT KORMATS; PUBLIC AFFAIRS OFF ICERS-~
WANS TUCH (SUNM), PHILIP ARNOLL @ONUON), JOWN WEDGES
@ARIS), STANTON BURNETY GROND), DELL PENDERGRAST WISEC),
NENRY GRADY WSIO), ROBERT VOINIAK- SNATO}, AURELIUS
FERNANDEZ WSOECD). OBSERVERS VERE: MICMAEL ELY, .
CKARGL D" AFFAIRLS, AMERICAN ENBASSY, PARIS; ACAO SHERIDAN
BELL - MOTE TAKER). N

4. MR, VICK VELCOMED MESSRS. IDIﬂIYS AND NAU AND TNANKED
TEEN FOR AGREEING TO BRIEF ON THE-PRISSING ECONONIC ISSUES |
OF -“THE VERSAILLES SUmmIT AND ROPED THEY WOULD ADDRESS -ALSD .
THE -LONG-TERM ECOIONIC GOALS OF YHE U. §. NE TXPRESSED -
RPPRECIATION FOR VNE ROLE OF MESSRS. WORMAYS AND PALNER

OF “STATE IR THE SuntiT YOUTH EXCHANGES PROJECT.

$. MR, WORMATS SAID THAT WMAT VE' ARE.TRY{NG YO DO (S VERY
APPORTANT. A FEELING EXISTS (N EUROPE THAT THE US 33 NOT -
;m;nm T0 ITS CONCERNS. THIS 1S WOV TRUE.  WMILE 1T 1S
CORRECT THAT THE ADRINISTRATION HAS SPENT A LOT OF TIME
SETTING OUR OWN WOUSE N DRDER, VE ARE XOW TRYING J0 - -~
STREXGTHEN INTERNATIONAL ECOMOMIC TOOPERATION. AS AM
EXATPLE OF OUR CONCERN, VE HAD A BRONDER AMD WIGNER-LEVEL
REPRESENTATION THAX ANY OTHER DELEGATION AT THE RECEWT OECD
ummnm BEETING, SROVING ME -ARE DEEPLY CONCERKED.

6. “THE SUMMIT IS EXTREMELY INPORTANT, ¥OR THERE IS A SENSE
OF “URGERCY ABOUT ECONOHIT ISSUES 1N AN INTERNATIONAL
ECONONIC SITUATION MORE COMPLEX THAN EVJR BEFORE. WAJOR
TAEMES 70 SE TREATED VILL BE MOMETARY CODPERATION, MEDIUN-
TERN ECONDHIC OBJECTIVES, STREUGTHERING THE TRADING SYSTER
§X0-TRE VESTERN CCISENSUS ON CAEDITS YO THE SOVIET WRION.
Gk DBJECTIVE IS WO ECONCMIC VARFARE BUT 70 PUT INTER-
GATIOKAL RELATIONS VITH THE SOVILT 6NION:ON &-SOURD ECONON-
IC-FOOTING. VL DON'T SUBSIDIIE CREDITS AMONG OURSELVES,

0 VEY SNOULD VE DO IT-FOR THE SOVIETSY VE ARE TRYING TO
ESE ENERGY, WOT AS A DIVISIVE ISSUE, BUT &S A EMIFVING O,
POINTING OUT, FOR ERAMPLE, #OV USE OF MORE COAL CAN BENEFIY
ALL OF ©S. '

J.~~OK WORTN-SOUTR ISSULS, VE-NO LONGER NAVE A 10T OF AID,
Approved For Release

8, AFTER EXTENSIVE DISCUSSION AMONG THE MEETING PARTICI-
-PANTS, 1T VAS AGREED' THAT YOUTH EXCHANGES, WHICH FIT IR

. WELL VITR SHARED VALUES, SKOULD BF MENMTIONED EVERYWHERE
-POSSIBLE-~IN PRESIDENT REAGAN'S DEPARTURE STATENMENT FROM
THE U.S., N PRESIDENT MITTERRAND'S SATURDAY STATERENT,

AND ESPECIALLY IN THE SUNDAY COMHUNIQUE IF AT ALL POSSIBLE,

_ FOR I7 WOULD THEN BE A LASTING SPARK, A THEME TO CARRY
THROUGK. DIRECTOR WICK STATED THAT THE LANGUAGE CONCERNING

 THE YOUTK EXCHANGE INITIATIVE Was LESS THAN OPTINAL AND.

- "SHOULD BE IMPROVED.

- 38, 1N CONTINUED DISCUSSION ON SUMHMIT ECONOMIC ISSULS,

. . BR. NAU EMPHASIZED DOMESTIC ECONOMIC, TRADE, AND BASIC
ATTITUDES TOVWARD MONETARY ISSUES. 'MR, HORMATS SAID THAT ON
“THE MACROECONOHIC SIDE, 1T IS HARD VO KNOW EXACTLY WHERE WE

T'STAND. ON TRADE PROBLENS, THE V. S. PUTS EMPKASIS ON THE

. ~NEED FOR CORRESPONDING DOMESTIC POLICIES AS OFFSETS, WHILE
 OTKERS EMPHASIZE THE IMPACT OF EXCHANGE RATES. THE FRINCH
~ARE PARTICULARLY INTERESTED IN COKDITIONS AFFECTING MONE-

. JJARY STABILITY AND EXCHANGE RATE REQUIREMENTS. UE H[iD
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PAGE 81 932213 1CA6SS $32233  1CABSS
12715121 NOT VANT 10 DISCUSS YHIS ISSUE AT VERSAILLES, AND SO
cemasonveaacsns emovemooos semeemsoesssnees soseomenesosenee "‘L"' MR. NORMAYS 1S YELLING YHEM THAY IF TKE 1SSUE IS DECIDED
INFo Dsg-8d /008 A6 BLFORCHAND, THEN GREAT, 1T WOK'T BE NECESSARY 1O DISCUSS

0 1718071 HAY B2 IFF-4
§H AMENBASSY PARIS
70 USICA WASHDC NIACT IMMEDIATE 2482

87 -
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USICA/DIRDIS

FOR DIRECTOR WICK PASS BALDYGA AND SCHNEIDER FROM HEDGES
1

MORE CODPERATION, MORE EFFECTIVE CONSULTATION, MORE FOCUS
ON REAL ISSUES AND POLICIES, SUCH AS #OW 70 REDUCE BUDGET
DEFICITS AND INFLATION RATES. R, ARNOLD STATED THAT IN
LONDON, THE THREE QUESTIONS ON EVERYONE'S MINDS ARE HIGH
U.S. INTEREST RATES, PROTECTIONISH (SUMMED UP BY WHAT
HARGARET THATCHER REPORTEDLY TOLD HAIG: *AL, GET THE
JAPS®), AS VELL AS CREDITS AND MICH TECHNOLOGY SALES T0O

THE SOVIEY UKION,

11. MR, HORMATS SAID THAT. EUROPEANS ARE ASKING VMY
INTEREST RATES ARE GOING DOWN NOW, SUSPICIOUS THAT WE ARE

INTERVERING TO FORCE THE RATES DOWN BECAUSE OF THE APPROACH-

ING VERSAILLES SUMMIT. HIS RESPONSE IS T0 TELL THEN THAT
VITH INFLATION GDING DOWN AND WITK THE EXPECTATION OF
INFLATION DIMINISHING FURTHER, INTEREST RATES ARE HEADED
DOWN AND, OVER THE MEDIUM TERM, THE BOLLAR IS GOING TO
STRENGTHEN. IF THE INTEREST RATES CONTINUE 70 FALL, 1Y
VILL SE BECAUSE THERE ARE LOMER INFLAYSONARY EXPECTATIONS.
PRESIDENT REAGAN Will SAY THAT IS OBJECTIVE 1S TO GEY
INFLATION RATES DOWN, AND THAT INTERESY RATES WILL THEN
FOLLOV 70 A DEGREE, BUT NOT RECESSARILY POINT TO POINT,
THERE 1S KO MAGICAL AMSVER 70 THE PROBLEN OF WIGH INTEREST
RATES, EXCEPT THROUGR REDUCED INFLATION AND REDUCED
BUDGET DEFICITS. NR. NAU ADDED THAT THE U. S, HAS T0
EXERCISE FISCAL DISCIPLINE, WOV THERE 1S AGREEMENT
PETVEEN THE ADMINISTRATION AND THE REPUBLICANS IN THE
SENATE, AND VE VILL TRY 10 GET AGREEMENT WITN YHE DEMHO-
CRATIC NOUSE. AT WORSE, IF TNERE IS A STALEMAYE, THE
(SSUES VILL BE PLAYED OUT 1IN THE ROVEMBER ELECTIONS, AND
UNLESS THE ELECTIONS PRODUCE A TOTAL STALEMATE, THERE VILL

17 AT VERSANLLES,
DECIDED BEFORE.

13,
i/POLICV AS LETTING THE MARKET REGULATE ITSELF AND THAY

BUT HE 1S WOT SURE THRT IT WILL BE

MR, TUCH SAID THAT AMBASSADOR BURNS EXPLAINS OUR

fie = <=+ GOVERNHENTS SHOULD NOT INTERFERE WITH THE WORKINGS OF THE

MARKEY. MR. HDRMATS POINTED OUT THAT THIS ARGUMENT 15 NOY
ACCEPTED BY VILLY BRANDT AND THOSE WHO CARRIED OUT OST-
POLITEK. VE SAY THAT 1T DOESN'T HELP 10 HAVE LARGE
VULNERABILITY. HOST OF THE GERNHANS UNDERSTAND ARGUMENTS
WHICH ARE COMMERCIALLY SOUND. OIR. KORWATS DEPARTED FOR
A SHERPA MEETING.)

$4, DIRECTOR WICK SAID THAT PAOS ARE SENSITIVE 10
ATTITUDES IN THEIR COURTRIES, AND THEIR VIEWS DEMAND
POSITIVE ATTENTION. MR, REDGES STATED YHAT THE FRENCH
PERCEPTION 1S THAT THE ANCRICAN ECONOMY |S OUT OF WACK,
THREATENING THE ECONOMIES OF WESTERN EUROPE. DURING WIS
EUROPEAN VISIT, THE PRESIDENT SKOULD ADDRESS THAT SUBJECY
N H1S DEPARTURE STATEHENT FROM THE U. S. AND ELSEVHERE.
HE SHOULD REFER 10 THE KEALTH OF THE BHERICAK ECONOMY,
FOR THERE ARE LOTS OF REASONS FOR NOPE, ESPECIALLY VITH
THE REDUCTION IN THE INFLATION RATE, WHICH HAS NOT RECEIVED
AS MUCK POPULAR ATTENTION AS 1T SHOULD.

1S, MR. NAU SAID THAT SOME EUROPEAKS IDENTIFY THE
ADMINISTRATION WITH YHE VESTERN COWEOY WHO SHOOTS FROM THE
HIP AND VITH CALIFORNIA, VHICH HAS A SUPERFICIAL CHARACTER
IN THE EYES OF MARY OF THE EUROPEANS. EUROPE FOR THE REST
. .

. 87483

8E A RESOLUTION OF YHE DEFICIT PROBLEM.. HE SAID VE NEED YO - A
KEEP REMINDING THE EUROPEANS THAT WE ARE NOT PURSUING HIGH- :

UNTEREST POLICIES. WHEN WE WAVE INTERVENED YHROUGH MONE-
TARY POLICY T0 TRY T0 REDUCE INTEREST RATES, VE HAVE
GOTTEN THE OPPOSITE EFFECT. MR. HORHATS ADDED TRAT WHMEN
VE REDUCE INFLATION, WHEN VE GET THE BUDGET DEFACIT DOWN,
THEN INTEREST RATES VILL COME DOWH. THEY ARE BEANG HELD
UP BY PSYCHOLOGICAL FACTORS. N THE MEDIUH-TERM, VE CAN
ENCOURAGE COUNTRIES JO KEEP THEIR DEFICITS DOWN, AND
THROUGH MUTUAL CODPERATION VE CAR MADE PROGRESS.

12. CONCERNING TRADE, OUR AHM (S TO IMPROVE THE TRADING
SYSTEM. MR. KORMATS RECOMMENDED REVIEWING SECRETARY
BROCK'S STATEMERTS IN THE HAY 14 WIRELESS FILE WRTCR BEST
DESCRIBES OUR POLICY. THE EUROPEAN COMMUNITY IS VERY
CAUTTOUS REUUT Y THAKGES, AND THE FRENCH DON'T WANT 10
DO VERY MUCH AT ALl. VHE JAPANESE, ROVEVER, ARE MUCH MORE
SUPPORTIVE ON MULITEXTERAL" ISSUES. WHEN ASKED WRETHER
~YRERE"1S ‘A CONSENSUS ON TRADE “WITH THE "SOVIET UNION,

MR. NORMATS REPLIED THAT THERE 1S ROT AT misroint.” u
ARE NDT ATTER A TRADE VAR OR,ECONOMIC WARFARE WITN THE ®.
FUSSIANS.

THE VEST BAS AN.38 BILLIOR DOLLAR EXPOSURE IN
THE EAST, AND POLAND AND ROFANIA ARE BIG PROBLEMS. THEY
MAVE GAINED REVERSE LEVERAGE, AND DO VI VANT THATI PUY
1% STRICTLY ECONOMIC TERMS, 17 1S LUDICROUS TO SUBSIDIZE
THE SOVIET ECONOMY VITR VESTERN CREDITS. THE FRENCH DO
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FOR DIRECTOR WICK PASS BALDYGA AND SCHNEIDER FROM HEDCES

OF THE DECADE MAS 70 COME YO TERNS WITM WMAT IS NEEDED FOR
EUROPEAN FOREIGK POLICY, MR. NAU SIAD THAYT HE HAD BEEN
ASTOUNDED BY THE GREAT ATTENTION GIVEN IN LUROPE 1O

REAGAN AS A CANDIDATE AND THEN BY THE EXVENSIVE COVERAGE OF
THE NEV ADMINISTRATION, THIS 1S ONE OF THREE BACKGROUND
FACTORS, 7O AFFECT EUROPEAN ATTITUDES, 1T 1S JHPORTANT

70 HAVE DIALOGUE WITH ALL ELEMENTS OF EUROPEAN OPINION;

VE CAN’T HAVE THEM FOCUSED YOO NARROWLY; FOR INSTANCE, THE
GERMAN MARSHALL FUND OF THE UNITED STATES CONCENTRATES ON
NOST OF TKE SAME EAST COAST GROUPS TRADITIONALLY INTER-
ESYED IN FOREIGN POLICY, WL NEED HUCH BROADER EXCHANGE AY
ALl LEVELS TO AFFECT EUROPEAN PERCEPTIONS. -

16. THE SECOND ISSUE 1S IN THE SEGURITY FIELD, ABOUT THE
RELATIVE PDSIHbN OF THE V. S. AND THE SOVIET UN(ON IN
MILITARY AND STRATEGIC POWEK, WE SHOULD wOT FOCUS ON Wil
1S ANEAD OF WHOM.  IN YHE PAST DECADE THE GAP HAS CLOSED
RAPIDLY, AS THE SOVIETS MAVE BUILT UP ARMAMENTS, AND
HAVE PROJECTED POWER ACROSS THEIR BORDERS. 17 (S LESS
IMPORTANT WHO 1S AHEAD YHAN THE CLOSING OF THE GAP,

WHICHE NAS RATILED EUROPEAN PERCEPTSONS, WE KEED Y0 TRY 10
SETTLE DOWN, DEVELOP A COMMON PERSPECTIVE. N THE PAST 2-
3 YEARS, SINCE THE NATO 1978 SESSION, THERE RAS BEEM
PROGRESS ON THE SECURITY ISSUE BUT NOT OX THE ECONOMIC ONE.
THE EUROPEANS ON THE ECONOMIC FRONT DON'T KNOW WHERE THEY
ARE GOING, AND FEEL THEY NAVE LOST THE CAPACETY T0 COMPETE.
ON THE SECURITY ISSUE THEY KICK AKD SCREAM, BUT THEY ARE
WOVING. THE OTTAVA POLITICAL DECLARATION WAS REMARKABLE
FOR TKE COMMON VIEW OF YHE BASIC SECURITY PROBLEM. HE
EXPECTS A SINILAR STATEMERT £g0H THIS SUMMIT. THE FIRST
STEP 1S TO GET A COMMON ANALYSIS, THE U.S. PRIVATE C.
OBJECTIVE NOT A PUBLIC ONE) IS YO MOVE TORWARD DEFENSE
AND DEVERRENCE. THE EUROPEANS SHOULD RECOMMIZE THAT
VITHOUT DEFENSE AND D_[T!RR[NCE THEY CANNOT EXPECT RESTRAINT  .»
ON DEFENSE. * 4N PUBLIC, VE WILL EMPHASIZE SHARED VALUES,
WIAT 17 1S YHAT WE ARE DEFENDING AT THE BONN SUMMIT WITH
THE SPANISH ACCESSION TO RATO VE HAVE THE OPPORTUNITY T0
ACCENT SHARED FUNDAMENTAL DEMOCRATIC VALUES.

15. OK THE ECONOMIC FRONT, MR. NAU CONTINUED, THERE IS NOW

- IN THE WORLD A MUCK MORE EQUAL DISTRIBUTION OF ECONOMIC
POVER, VHICH UNDERLIES THE TRADE PROBLEM WITH JAPAN. IT.1S°
KOST DIFFICULT TO CONE TO GRIPS MITH THIS CHANGED RELATION-
SHIP OM TRE U. S.  OUR ECONOMY 1S STILL THE MOST IMPOR-
TANT I THE VORLD, BUT OTAERS N THE WORLD ARE NOW MUCH
WORE INPORTANT. OVER TIM WE WEED TO DEVELOP A MORE

> COOPERATIVE ECONOHIC MECHANISM. WE PRODUCE ONEZRUARTER
WUBOUT THREE TRILLEOR DOLLARS) OF THE WORLD'S VEALTH, -
AXD THE DOLLAR AFFECTS ANOTHER ONE-QUARTER OF INTERWATIONAL
PRODUCTION.  WMEN ASKED XOV.VE DEVELOP MORE COOPERATION

" WHMEN THE PERCEPTION IS THAT VE ACT ‘IR FACT WITHOUT THE
APPEARANCE OF CONSULTATION, MR. NAU REPLIED THAT,
PRICR 70 OTTAWA, OUR ECONOMIC PROGRAN WAS NOT IN PLACE. ON
THE ISSUE OF EXCKENGE MARKETS, WE NOW MAY BE ABLE TO TAKE

Ses

032234

A MARGINRAL STYEP,

$6. MR, SCHNLIDER ASKED F THERE 1S SOHETHING THE U, $.
COULD DO WHICH WOULD BE CONSTRUCYIVE AND CONCRETE., MR. NAUV
REPLIED THAT THERE COULD BE A COMMON RESOLVE T0 DO JOINT
STUDIES ON KEY ASPECYS. MHR. SCHNEIDER OBSERVED THAT IF
THAT IS ALONE FORTHCOMING, 17 MIGHT GEY A CYNICAL RECEP-
TION. MR, NAU SAID THAT WL SHOULD NOT OVERLOOK THE

-~ IHPORTANCE OF PERCEPTIONS, OF YHE VALUL OF THE COMMUNIQUE
-~ IN PROJECTING SENSITIVITY YO EUROPEAN PROBLEMS AND

COMMITMENT TO THEIR SOLUTION. A PERCEPTION NOW (S THAY
VHILE THE U. 8. HAS GOTTEN OUR HOUSE IN ORDER, 1 DOESN'T
GIVE A RAP ABOUT ANYONE ELSE. MR. SCHNEIDER OUESTIONED
WHETHER OR NOT THEY DO PERCEIVE OUR HOUSE AS IN ORDER.

17. MR, NAU REPLIED THAT WE ARE MAINTAINING OUR POLICIES,
AT THE OLCD HINISTERIALS, ONLY THE DANES SAID SOMETHING
CRITICAL ABOUT DUR MONETARY POLICIES; TYHEY ALSD WANY FIS-
CAL DISCIPLINE, WE HAVE SAID THAT WE WOULD INTERVENE
ONLY IK DISORDERLY MARKETS, AND WE INTERVENED ONLY AT

THE TIME THE PRESIDENT WAS $HOT, ALTHOUGH WE WAVE BEEN
CLOSE YO INTERVENING AT OTHER TIMES. AT VERSAILLES THERE
COULD BE A COLLECTIVE STATEMENT KOT TO EXCLUDE INTER-
VENTION EN EXCHANGE MARKETS, TAKING THE UNILATERAL
APPROACH AND WRAPPING T IN A COLLECTIVE STATEHENT,
PERKAPS WL CAN MAVE MORE EXTENSIVE CONSULTATIONS.

18, MR, FERNANDEL ASKED ABOUT STUDIES ON EXCHANGE RATE
INTERVENTION., MR. NAU REPLIED THAT OUR YREASURY PEOPLE
ARE CONVINCED THAT INTERVENTION DOES LITTLE GOOD; THE
BUNDESEANK 1S PRIVATELY IN AGREEMENT ALTROUGH IT CARRIES
OUT HORE INTERVENTION THAN WE DO. THERE 1S NO STATISTiCAL

EVIDENCE THAT SHOWS THAT SHMOOTHING MORKS. BUY VI ARE
111
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11419162 ROSTOW, YOU SEL THAYT RUSSIA'S FIRST-STRIKE CAPACITY IS
SUCK THAT Wt WOULD NOT BE ABLE TO USE OUR MISSILES,
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B et R i e et ety eemeee- ceesccencanees 22, MR, NAU SAID THAT THERE IS A DISTINCTION BETWEEN THE
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USICA
DIRDIS
FOR DIRECTOR VICK PASS BALDYGA AND SCHNEIDER FROM H[DG!S

WILLING 7O MAVE A NEETING VMERE WE ASK THE EUROPEANS TO PUT
ON YTHE TABLE THE RESULYS OF THE EUROPEAN MONEVARY SYSTEM,
AND WE WILL PUT ON THE TABLE RESULYS OF ANALYSIS BY THE
FED OR AKOTHER INDEPENDENT SOURCE, MITH A FOCUS ON THE
RECORD OF PERFORMANCE, MAYBE WE CAN COME TO A GREATER
COMMON UNDERSTANDING. THERE ARE MANY FACTORS VHAT
INFLUENCE PEOPLE‘S PERCEPTIORS. 1T 1S TOO EASY TO ASSUME
THAT GREAT THINGS CAN MAPPEN AT THE SUMMIT--VE SHOULD BE
CAREFUL, CAUTIOUS AND CONSERVATIVE, WE DO NOT EXPECT
MLJOR STEPS; WE NEED YO BE CAREFUL AND GO GLOWMLY. THE
EXPERIENCE SINCE RAMBOUILLET SHOWS THE NEED 10 GO SLOWLY;
ATTER RAMBOUILLET PEOPLE EXPECTED GREAT PROGRESS AND THERE
WASK’ T ANY,

§9. 10 SUMMARIZE ATTITUDES, MOST PEOPLE SCREAM AT OUR
PMONLVARY POLICY AS THE CULPRIT FOR HIGH INTEREST RATES.
NIS 1S BECAUSE, FIRST, THE PERCEPTION SINCE THE ARRIVAL
OF THE THATCHER GOVLRNMEN) THAT A 0O SIRICT HONEVARY
POLICY VAS KOT GOOD. SECOND, LAST YEAR THEV SAW WIGH
INTERESY RATES AS THE OIRECT CONSEOUENCE OF A DELIBERATE
MOKEYARY POLICY. THEY ASSUNED THAT THE U. S. LIKE TREN NAD
A LARGE EXTERNAL SECTOR, WHICK THE U. S. DOES NOT HAVE,
IT HAS TAKEN A YEAR TO CORVIKCE THEN THAT THE V. $. 1S WOT
TRYING TO AFFECT INTERESY RAJESM-THAT VE ARE- NOT VANIPULA-
TING MONETARY POLICY TO TRY VE CERTAIN TARGETS ON
INTEREST RATES. A VIEW EXPAES SECRETARY REGAN 1§
TNAT MONETARY POLICY WAS BEEN JOIF STRICY OVER THE PAST
YEAR. THE ORIGINAL PROJECTION-UF.-THE ADMINISTRATION VAS
FOR REDUCTION OF THE MONEY SUPPLY’S GROWTH FROM & PERCENT-
9 PERCENT~6 PERCENT-S PERCENT-4 PERCENT FROM 1988-34,
THUS A 1 PERCENT LOVERING OF THE RATE OF INCREASE PER YEAR.

INSTEAD, THE FED VENT FROM 8 PERCENT- 1N 1980 0 § PERCENT .

1N 19831, SOHE PEOPLE BELIEVE THIS-DRASTIC REDUCTION
SROUGHT TRE DEEP RECESSION.

28. MR, NAU SAID VE HAVE CHANGED THE WAY WE OPERATE
HMONETARY POLICY, AND NOW WE WORK WITH .AGGREGATES. HE
DOESN'T CLAINM TO YNDERSTAND ALL THE IaHHICAl ASPECTS, lUf
IF ONE LOOKS AT YHE SHORT-TERM PERFORNANCE OF THE FED,
THREE QUARTERS LAST VEAR MONEY SUPPLY GROWTH VARIED FROH
17 PERCENT 10 § PERCENT 7O 13 PERCENT-~A VERY ERRATIC
PIRFORMANCE. SOME PEOPLE FEEL JHAT THE LONG-TERM TREND
AND THE SHORT-TERM VOLATILITY HAVE RESULTED 1N RAISING
INTEREST RATES ABOVE WHAT THEY WOULD HAVE BEEN OTHERWISE. .
iN ADDITION TO MONETARY POLICY, WE HAVE THE PROBLEM OF THE
SUDGET D!NCI%, AND SONE PEOPLE FEEL THAT IF 1T IS
INPOSSIBLE TO REDUCE THE BUDGET DEFICIT, THE FED VILL
TREREFORE BAVE 70 RELAX THE GROMIH OF TRE MONEY SUPPLV
AND THAT INFLATION VILL THEN TAKE OFF,

11. DIRECTOR VICK SATD THAY ON[ OF THE KNOTTIESY PROBLLES
IS THE NUCLEAR ONE. VE WAVE LOST €ROUND SIKCE 78 IN
RESOLVE AXD POLITICAL CAPACITY AND ABILITY TO CONVINCE
CLECTORATES. TYEE COMMON PERSUASIVE THEME OF THE OPPONENTS
1S IF THERE ARE EXOUGR MISSILES TO KILL 6-7 TIMES OVER,
WHY NOT FREEZE ALl WUCLEAR WEAPONS. (F YOU READ EUGENE

N

VIEWS OF GOVERNMENTS AND PUBLIC OPINION, IN VORKING WITH
THE POLICIES OF GOVERNMENTS TRERE MAS BLEN REAL PROGRESS
SINCE 1979, ESPECIALLY WITH SCHMIDT., THIS RESULTED IN THE
HAY NATO AHD IN THE OTTAVWA DECLARATIONS. HOWEVER, SOHL
FEAR THAT WE GO 700 FAR AND JGNORE ARMS CONTROL AND

~ DIALOGUE.~ ¥ VILL=CONTINUE YO SCE N THE WORK OF NATO

EVIDENCE THAT THE PROBLEM IS RECEIVING SERIOUS ATTENTION,

23, BUT WE HAVE TO CONTEND WITK PUBLIC OPINION AND TNE RISE
OF CONCERN ON NUCLEAR POLICIES. THAY I8 A FACTOR IN OUR
OWN ELECTIONS THIS FALL, MR. NAU SAID HE FEELS THAT TRE
PRESIDENT’S SPEECH AY EUREKA §S A GOOD SCENE-SEYTER FOR VHE

" EUROPEAN YRIP., THAT SPLECH MAD BEEN IN THE WORKS FOR A

WHOLE YEAR. OUR FEELING IS THAT WE NEED 10 HAVE A
BALANCED APPROACH WHICH CAN EMPHASIZE SHARED VALUES AND
ACCONPL ISHMENTS IN EUROPE. IN THE EUREKA SPEECH SENSITIVE
POSITIONS ARE STATED IN REGARDS TO ARMS CONTROL. WITH -

A SENSIBLE AND BALANCED POSITION WE BELIEVE WE CAN GEV
THROUGK THE TRANSITION PERIOD, SINCE THERE HAS BEEN IN
EUROPE A PERCEPTION OF A CLOSING GAP, THEY ARE RATTLED
AND NOT SURE IF WE ARE, FIRST, STRONG ENOUGH; SECOND,
COMMITIED, AND THIRD, THEY ARE ALSO FEARFUL THAT THERE 1§
PERMAPS MORE DANGER NOW VHAN BEFORE.

24. MR, ARNOLD REIJTERATED HIS UNDERSTANDING THAT PRIVATELY
AT BONK THE ADHINISTRATION WILL BE EHPNASITING DETERRENCE.
MR. TUCH STATED THAT YHE PUBLIC EMPBASIS ON SHARED VALUES
FOR THE PRESIDENT’S TRIP IS AN IMPORTANT AND GOOD CONCEFT.
THERE 1S A SIGNIFICANT MINORITY OF PUBLIC OPINION WHNICH IS
YEARNING FOR PEACE AND ECONOMIC SECUR!ITY,- AND THEY SEE
THAT THESE PARTICULAR VALUES ARE NOT SHARED BY US. THEY
SEE US AS PRINKCIPALLY DESIRING TO WIN A CONFLICT MITH THE
SOVIEY UNION--THESE ARE OVERSIMPLIFICATIONS, BUT ONE NAS TO
OVERSIMPLIFY IN DEALING VITH ‘PUBLIC PERCEPTIONS. THEY
THINK WE ARE CONCERNED VITH YHE ECONOMIC SECURITY OF THE
)] . PR Y )
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BIRDIS . )
FOR DIRECTOR WICK PASS BALDYGA AND SCHNEIDER FROM WEDGES

TION OF INJUNCYIONS TO OTHER ORGANIZATIONS TO PRESERVE

AND EXPAND THE TRADING SYSTEM OF THE 18885, FOR

INSTANCE, ALTHOUGH THE FRENCH WAVE NOT INTEREST IN PLAYING
THIS OUY BEYOKD A CERTAIN POINTY.

35, MR. TUCH SAID THAT THE QUALITY OF THE RMETORIC WOULD
BE EXTREMELY IMPORTANT, AND THAT THE PRESIDENT‘S NOVEMBER
§8 SPLECH MAD EXACTLY THE OUALITY NEEDED, ON THE ONE KAND
STATESHANL IKE AND ON THE OTHER MAMD PERSONAL. N WIS
PRESS CONFERENCE THE PREVIOUS NIGHT THE PRESIDENY STATED
PERFECTLY, ) HAVE LIVED THROUGK TWO WORLD WARS, AND i
VANT HY CHILDRIN NOT TO LIVE THROUGH YHE SAME,"

36, HR. MEDGES SAID THAT YHE AUDIENCE AIMED AT BY THE

PRESIDENT SHOULD BE THE GENERAL EUROPEAN PUBLIC, NOT ITS
INTELLECTUALS. SKEK THE PRESIDENT GOES TO SEE THE MAYOR

OF PARIS, THERE WILL BE A LOT OF PARISIANS WHO WILL WANT

T0 CHEER HIN; DESPITE SECURITY CONSIDERATIONS, PEOPLE

SHOULD KNOW THE PRESIDENT'S ROUTE. AT LEAST IN FRANCE .

TNERE ARE A LOT OF PEOPLE. WHO WANT TO EXPRESS THEIR

SYNPATHY FOR THE U. S. MR. TUCH SAID THAT THE LIVE

PRESS CONFEREWCE IN GERMANY VOULD BE YHE OPPORTUNITY

10 TALK 10 THE PUBLIC AS ONLY HE CAN DO; HE CAPTURED

THE INAGINATION OF THE VORLD ON NOVEMBER 18, MR. ARNOLD

$AID THE PRESIDENT NEEDED YO NAKE PUBLIC STATEMENTS IN A
CONTROLLED FASHION. MR. NAU SAID YHEY WANTED TO MAXINIZE
SPONTANEITY, SECRETARY HAIG UNDERSTANDS EUROPE AND TRIES

0 CONVEY COMPLEX IDEAS. THE SECURITY CONSIDERATION IS

PARAMOUNT BUT VE HOPE TD ACHIEVE A BALANCE. VE CAN'T

SRING VHE PRESIDENT OVER HERMETICALLY SEALED. WE WANT 0

CONTRAST VITH THE VAY BREZNNEV CAME TO VESTERN EVROPE.

DIRECTOR WICK DID NOT AGREE, AND SA(D THAT KE WOULD

EXPRESS YHE WERESY THAT THE IDEA THAT ONE NEEDED 10 APPEAR _
PRYSICALLY BEFORE THE PUBLIC WAS A HOLDOVER BEFORE THE AGE

OF THE IMPACY OF TELEVISION, AND THAT TENS OF MILLIONS OF -

TELEVISION VIEVERS VOULD NEVER KNOW IF TRE PRESIDENT WAS

APPEARING BEFORE A LIVE AUDIENCE OR NOT,. ‘ <
37. MR, BURNETY SAID THE MOST IMPORTANT SPEAXING DATES &
WOULD BE THOSE VITH THE NEDIA, AND THAT THE PRESIDENT'S

NESSAGE SHOULD BE THAY OF PEACE, NOT DETERRENCE, NOT

DEFENSE, NOT CRUISE MISSILES. THE DIRECTOR SAID VE ARE

THE PEACE MOVEMENT. MR. WEDGES ADDED YES, BUT NOT AT ANY

PRICE. TVHE DIRECTOR ASKED VHAT MRS. REAGAN'S PUBLIC

ACTIVITIES VOULD BE. MR. NEDGES MENTIOHED THE PETIT

PALAIS, GIVERNY AND NORNANDY EVENTS--BUT EMPHASIZED THAT
WORHAKDY WOULD NAVE'THE BIG IMPACT. HR. ARNOLO ADDED

THAT THE FIRST LADY CAN PLAY A USEFUL AND SUBSTANTIVE :
ROLE, AND THAT 1T VAS WORTH IT YO PUT- THAT w0
SOMESODY’S EAR. N X

3. MR NAU ASKED IF THERE VAS MUCK CONMENTARY IN EUROPE
ON TRE CLOSENESS IN A NUMAN VAY OF THE REAGANS; THE
DIRECTOR REPLIED THAT SKE VAS NOT SEEN ON TELEVISION AS
MUCH I EUROPE AS IN THL STATES, AND ADDED YHAT IF MRS,
REAGAX COULD PROJECT THE SAME INPRESSION OF WARMTH THAT

Approved For Release 2008/06/24 :
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SHE DOLS IN YHE SIATES THAT Y WOULD BE VERY VALUABLE.
HR. MEDGLS SAID THAT OKE *PARIS-MATCH® PICTURE STORY
ON BOTH REAGANS, WITH OUESTIONS DIRECTED 10 ThE PRESIDENT,
VAS HOPEFULLY N THE WORKS. THE DIRECYOR EMPHASIZED THE
NEED T0 OPTIMIZE VHE IMPACY OF YNE PRESIDENT'S VISIT. KL
TREN TOLD HR. NAU THAY HE WAS IN PARIS FOR A MEETING ON
THE YOUTH EXCHANGE PROPDSAL AND HAD DECIDED 10O COME A DAY
EARLIER FOR NAU'S MEETING, AND ASKED NAU EXACTLY WHAT VERE
THE INSTRUCTIONS KE HAD RICESVED IN WASHINGTON FOR THIS
HR. NAU REPLIED THAT, AS A RESULT OF THE USICA . _--
" REQUEST, THEY WERE DIRECTED TO CONDUCT A BRIEFING ON SUN-
WIT ISSUES FOR CONCERNED PADS AND THEY NAD DECIDED ON
PARES SINCE THEY WOULD BE COMING HERE, MR, MAU WONDERED
“IF THE WHITE NOUSE ADVANCE TEAM MAD ADDRESSED YHE PUBLIC
RELATIONS ASPECY BYT WAS TOLD YHAT THEY NAD BEEN
INTERESTED IN THE GbGlS!lel ASPECTS OF JHE TRIP, MR,
HEDGES SAID THERE HAD BEEN NO OPPORTUNITY FOR THE PAOS T0
COMPARE NOTES COLLECTIY ALL,
ORCHESIRAYED IMPACY,DIRLCTOR ¥ STATED THAT THE PAOS’
ASSESSHENT WAS VERY IMPORTANT SINCE THE PRESIDENT WOULD
ADDRESS THE MARKET WHICH THE PADS KNEW BEST. MR, NAU .
SAID THAT MR, MORMATS KNEV BEST THE ISSUES AND THE CONTEXT,
SINCE THE KEY MEETINGS WERE WHERE WE MET KIS COUNTERPARTS
IN RESTRICTED LUNCHES AND DINNERS, AND THAT HORNATS
CORNUNICATES DIRECTLY TO CLARK AND DEAVER ON SUBSTANCE,
HR. TUCH ASKED IF SUBSTANCE FOR TME PRESIDENT’S SPEECHES
VAS DETERMINED BY THE NSC, HR. NAU REPLIED THAT MESSRS.
HORMATS, SPRINKEL AND NIMSELF DO AFFECT THE SUBSTANCE OF
THE PRESIDENT’S SPEECHES AS WELL AS MR. GERGEN. MR,
BURNETT SAID THAT 1T WAS EXVREMELY VALUABLE YO HAVE_A PRE-
VIEV OF WHAT WAS GOING Y0 BE SAID, YO BE PREPBRED 10
i
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DIRDIS
FOR DIRECTOR WICK PASS BALDYGA AND SCHNEIDER FROM HIDG[S

Foiiow vr, ) ot

$3. DIRECTOR WICK ASSED THE PAOS TO ADDRESS THE PUBLIC
AFFAIRS SITUATION IN THEIR COUNTRIES, MR. HEDGES SA1D
THAT THERE WERE NOT TOD MANY PROBLEMS FORESEEN IN

FRANCE IN BILATERAL EVENTS SINCE THERE WERE FEV PUBLIC
PRONOUNCEMENTS SCHEDULED. IN THE PRESIDENT’S ONE-ON-ONE
VITH MITTERRAND, THE FRENCH WERE NERVOUS, FOR THEY DID
NST VANT 1T Y0 APPEAR THHT MITTERRAND WAS GIVING

SPECIAL TREATMENT 10 ONE NEAD OF STATE AR THE EXPENSE OF
THE OTHERS ATTENDING THE SUMMIT, AFYEE MEETING MITYERRAND,
THE PRESIDENT WOULD BRIEFLY SEE THE PRESS. OTVHERWISE
THERE MOULD BE PHOTO OPPORTUNITIES PRINARILY. HR. KAV
ASKED IF YHERE WERE ANTNING TO REINFORCE IN THAT MEETING
VITR THE PRESS, BEARING IN MIND THAT WE DID NOT WANT 70
PRECOOK THE OUTCOME OF THE SURMIT IM THE PUBLIC MIND.

48, MR, WEDGES SAID THAT VHE MAJOR PROBLEM WAS THE VAY
70 ANKOUNCE THE MEETING, . HR. ELY ADDED THAT PRESIDENT
MITTERRAND MAS GLAD TO MAVE THE OPPORTUNITY TO MEET WITH
THE PRESIDENT, BUT ﬂll‘l’ HE WAS PREOCCUPIED WITH THE SUM-
HIT AND DID NOT MANT “TO CAUSE PROBLEMS WITH TRE OTHER .

) CHIEFS OF STYATE. THUS, THE FRENCH DID NOT WANT T0 eut
§7 AN OFF ICIAL OR“VORKING V)SIT. THEY GAVE 1M ON THE
VISIT TO THE MAYOR OF PARIS, PROVIDED (¥ 13 VIWED AS .
A PRIVATE VISIT. MR, MEDGES SAIDAVHE PRESIDENT’S " 3 .
REMARKS TO CHIRAC SNOULD EMPHASIZE YHE SPECIAL AFFINITY
OF AMERICANS FOR PARIS AND THE PEOPLE OF FRANCE. MR. NAV
ASKED IF TKERE WOULD BE A STATEMENT AFTER THE LUNCH WITH .
HITTERRAND AND MR. NEDGES REPLIED VHAT THERE COULD 8f A
SRIEF COMMUNIQUE. #R. ELY NOTED THAT YRE TWO PRESIDENTS
VOULD COME OUT TOGETHER ON THE steps OF ELYSEE PALACE,
AT AMICH TIME THERE WOULD BE A PHOTO OPPORTUNITY. MR,
WAU ASKED WHETHER THE SECRETARY OF STATE SHOULD GIVE A
SUBSTANTIVE BRIEFING ON BACKGROUND AFTER THE MEETING OF
THE TwO PRESIDENTS, AND MR. HEDGES SAID THAT 1T WAS HARD .
10 TELL, BUT THAT IN CASK THE FRENCH GAVE US THE SHIV, T
VE HAD TO BE READY . . NAU SAID THAT ME ASSUNED THAT
THE FRENCH WOULD WOT GlV! US THE SHIV, AND THER IT WOULD
BE AN OPPORTUNITY FOR THE SECRETARY 10 UNDERSCORE THE
EXCELLENT RELATIONS BETWEEN FRANCE AND THE U.-S.
41, FR, SCHNEIDER ASKED 1F THERE WOULD BE SUBSTANTIVE
MEDIA PROBLEMS AT VERSAILLES. MR. HEDGES SAID THERE
VOULDN’Y BE BECAUSE OF THE VERY CONTROLLED PROGRAM. THERE
VERE SOME TECHNICAL, LOGISTICAL PROBLEMS, WHICH ARE BEING
TREATED. 17-WAS REKTIONED THAT TRE U, S.. GLANKU
IRIEHIBS AT DTTAVA NAD CAUSED MUCH CRITICISH; w.
ARNOLD SAID THAT THE SRITISH HAD BEER FURIOUS, AKD THAT
VE WAD BEEN T00 CLEVER. MR. NAU REPLIED THAT THE CANA-
DIENS NAD io! BEEM ALL THAY UPSET. WOVEVER, A% AREZIO\!
CONCERNED NOV VERSAILLES _CONES OUT. NEVERTHELESS, VE -
WOULD NOT NOLD BACK BUT WOULD CONTIHUE TO DO TRINGS AS
VE NORMALLY DO. MR. NAU ASKED VHEVHER THE FRENCH VERE
VORRIED THAT VE WOULD TRY TO UPSTAGE THE!! SHOW, MEDIA-
VISE. MR, MEDGES REPLIED TRAY AS FAR.AS THE PRESIDENT

w®

£3222%  1CADEY
VAS CONCERNED, NO SUCH WORRY WAS APPARENT NOW. MR, NAU
MEHTIONED THAY MO DIRECY COHTACT 8Y THE LEADERS WITH THE
PRESS OUTSIDE THE PRESS CONFERENCE WAS FORESEEN. MR,
HEDGES SAID THAT THE VISIT Y0 THE BAYOR OF PARIS WAS A
SALUTE TO THE PARISIANS AND AN OPPORTUNITY T0 TiP THE
AMERICAN HAT YO THE FRENCK PEOPLE, A STRICTLY NON-
SUBSTANTIVE EVENT BUT REAL OPPORTUNITY FOR MARMING FRENCH
HEARTS, MR, ELY SAID THAT THE VISIT WAS NICELV FRANED,
AND YHAT THE PRISIDENT WOULD GO FROM Cll' BALL DIRECTLY
TO VERSAILLES.

MR. BURNETY SAID THAT THE DETAILS OF TME ROME VISIT
1TALY MOULD BE VERY MUCK AFFECTED
BY WHAT WAS SRID IN THE OTHER COUNTRIES. THE PRESIDENT
WOULD MAKE A STATEMENT BEFORE LEAVING. HE POINTED OUT
THAY THERE WOULD BE AN ENORMOUS DEMONSTRATION-TWO DAYS - .
BEFORE THE PRESIDINT'S ARRIVAL, KE FURTHER STATLD THAT
THE ITALIANS ARE FOCUSSING ON THE MISSILE INSTALLATION

AND ON PEACE. ME STATED THAY WE CAN‘T KOPE 70 CAPTURE

THE MARD-CORE MEMBERS OF YHE PEACE MOVEMENT, WHO ARE
CONMUNIST, BUT VE CAN HOPE TO CAPTURE THOSE AROUND THE:
EDGES OF THE PEACE MOVEMENT. WE SHOULD EMPHASIZE THAT
NATO HAS KEPT THE PEACE AND HAS BROUGHY THE SOVIETS 70

YHE BARGAINING TABLE. THE RESPONSE TO VESTERN WEAKNESS
VAS THE SOVIET BUILDUP, VHILE THE RESPONSE 10 THE WESTERW
BUILDUP IS NEGOTIATIONS., THERE 1S GREATER PUBLIC AVARE-
NESS THAT THE CONTINUED WORK ON THE MISSILES 1S RELATED
TO PEACE AND TO ARMS REDUCTIONS. FINALLY, THE SINPLER AND
HMORE FRIQUERT THE PRESIDENT'S MESSAGES, TME BETTER.

42,
WERE WITH MR. DEAVER,

.43. ARNOLD SAID THAT ONE COULD NOT FORESEE THE
[ 1]
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DIRDIS '
FOR DIRECTOR WICK PASS BALDYGA AND SCHNEID[R FRON HEDGES

$SITUATION CONCERNING THE FALKLANDS K ANOTHER YHREE .
WEEKS. * THE BRITISH PUBLIC HAD BEEN INITIALLY ANGRY ABOUT
THE U. S. POSITION, ALTHOUGH THE GOVERNHEKT KNEV WHERE
VL ST00D, IX HiS 36 KOURS IN LONDOK, THE PRESIDENT WOULD
BE WITH QUE ES--BAD FOR PUBLIC

BUT KE WAD BEEW INVITED BY THE QUEEN AND WOULD STAY IN
THE PALACE. THE PRESIDENT WILL MAKE TOASYS AT BANGUETS
AND, VITR MRS, THATCHER, MEET THE PRESS OUTSIDE 18 '
POWNING STREET. THERE WOULD BE ONE SUBSTANTIVE SPEECH

AT VESTHINSTER VHICH WOULD BE TELEVISED, AND THE FOCUS
SHOULD BE TO CAPTURE THE PEACE MOVEHENT, WHICH 1S LARGE
AND MOVEABLE, A RESIDUAL IMPRESSION IN BRITAIN IS OF

THE PRESIDENT AS A COVBOY--IS THIS THE MAN THE BRITISH
CAN TRUST WITH THEIR FATE? THE PRESIDENT’S SPEECH SHOULD
BE JUST THE OPPOSITE OF THE KENNEDY BERL IN SPEECH: THAT
1S, |7 SHOULD NOT BE KISTRIONIC. THE CORE OF WHAT THE
PRESIDEXT SAYS SHOULD REFLECT QUIEY CONFIDENCE, SATIS-
FACTION WETH THE 35 YEARS OF PEACLMAKING OF NAYO. WE
SHOULD NOT BE AFRAID OF THE COMMUNISTS, BECAUSE THEY
HAVE A FAILED IDEOLOGY AND A FAILED ECONOMIC SYSTENM, BUT
HE SHOULD ONLY MENTION THIS AND NKOT DWELL ON 1T, KE
SHOULD EMPHASITE PEACE AND SHARED VALUES. HR. NAU ASKED
INTELLECTUAL STRUCTURE. MR. ARNOLD REPLIED THAT THAT
APPROACK 1S VERY EUROPEAN--WHAY THEY LOVE--AND THAT THAT
IS THE REASOK THEY LIKED KISSINGER. MR. HEDGES INTER- -
JECTED THAT YHE IMAGE OF THE COVBOY HAD MORE POSITIVE
THAK NEGATIVE CONNOTATIONS FOR YHE FRENCR. WHILE IT .
COULD BE THAY OF A GUN-SLINGING COWBOY, THE POSITIVE "
IMAGE OF JOHN WAYNE OR THE PRESIDENT CRACKING JOKES AFTER

BEING SHOT PREVAILS IN FRANCE. . THE DIRECTOR SAID THAT THE

PRESIDENT- IS A MAN OF TRE PEOPLE- VITROUT INTELLECTUAL
PRETENSE, AND TKAT VHERE IS MOTHING MORE PERSUASIVE THAN
VINTAGE RONALD REAGAN. MR. NAU POINTED OUT THAY THE
PRESIDERT ALWAYS HAS JIAD A STRONG PHILOSOPHICAL SENSE,
WHICH COULD BE INCLUDED NATURALLY IN HIS SPPECHES. TWO
PARTICIPANTS SAID IT VOULD BE NECESSARY TO STAY AVAY
FROM PURELY AMERICAN CONTEXT NOT UNDERSTOOD IN EUROPE,
1.E., THE LOCKER ROOMS AT EUREKA COLLEGE.

44. THE DIRECTOR MENTIOHED THAT IN THE U. S. ONE OF

THE PRBLIC IMAGE PROBLEMS OF THE PRESIDENY IS THE IMPRES-
SI0N JHAT RE BAS ONLY RICH FRIENDS. MR. ARNOLD SAID THAT
THEY VERE TRYING YO COUNTERACT THIS IMPRESSION 1IN
SACTIVITIES WITH MRS, REAGAN, BUT THAT SECURITY REASONS
MADE 1T DIFFICULT TO DO VITH YHE PRESIDENT. MR. WAV
POINTED OUT THAT SINCE THE PRESIDENI WAS RIDING WITH THE
QUEEN, BALANCE WAS NEEDED. :

45. MR, TUCK SAID THAT, IK YERMS OF GERMANY, THE WMITE
NOUSE PRESS PEOPLE FIRST SHOULD CONCENTRATE W)OMUNICA‘
TING VITH THE EUROPEAR PRESS AND NOT GIVE THE \M"E ROUSE
PRESS YHE USUAL FREFEREKCE. AT LEAST THE EUROPEAN PRESS
SHOULD NOT BE DISCRIMINATED AGAINSY IN BRIEFINGS AND POOL
ARRANGEMENTS.  IN EUROPE THE BEST VAY YO COMMUNICATE WITH
FUROPEANS 1S THROUGH THEIR PRESS. SECOND, ON THE
SUBSTANTIVE LEVEL, THE U. S. IS SECOND YO NONE IN THE

82228

OUEST FOR WORLD PEACE, ECONDMIC SECURITY AND JusTICE,
AND IN THAT EFFORY, WE IHSIST ON BLING NUMBIR ONE. THE
PRESIDENT SHOULD TREAT (N SYMPATREYIC AND POSITIVE YERHS
THE HOPES AND FEARS OF YHE CRIVICAL YOUNGER GENERATION
OF GERMANS YO GIVE YHE LIE TO THE CANARD THAY THE U. S.
GIVES ONLY A MILITARY EMPHASIS WHILE THE SOVIEYS ARE THE
BEARER OF PEACE. THE PRESIDENT SHOULD SUSTAIN AND GIVE
ENCOURAGEMENT TO THOSE ELEMENTS (N GERMANY WHICH ARE
SUPPORTIVE TO THE U. §. AND OUR GOALS, UNDERSCORING THE
SHARED PHILOSOPHICAL AND ETHICAL PRINCIPLES THAY FORH
THE FOUNDATION OF THE U. S.- GERMAN RELAYIONSHIP, TO
CHAHPION HANKIND'S ASPIRATIONS FOR PEACE AND PROSPERITY,
V. 5. FOREIGN POLICY SEEKS YO ESTABLISH AN INTERNATIONAL
ORDER THAY ENCOMPASSES FREEDOM, AND 1§ NOT AIMED ONLY
AGAINST AN ALFEN IDEOLOGY OR SOVIET IMPERIALISH,

46. DIRECTOR WICK SAID THAT THE PRESIDENT SHOULD CON-
CENTRATE ON VHE POSITIVE. NEVERTHELESS, NO MATVER WHAT HE
DOES, THERE 1S A GROVING WAVE OF OPINION WHICH WANTIS A
FURTHER REDUCTION IN NUCLEAR WEAPONS BY THE V. S. EUGENE
ROSTOM HAS POINTED OUY THAT WE HMUST ENSURE THAT WE NOT
REHAIN IN THE POSITION WHERE ANY NATION WITH A FIRST
STRIKE COULD DESTROY OUR MISSILES. THE DIRECTOR SAID
THAT HE CONSIDERED HIMSELF A HAWK, ALYKOUGH HE FOUND KIN-
SELF PERSUADED BY NMUCK OF THIS TALK OF THE REDUNDANCY OF
DESTROYING THE RUSSIANS MANY TIMES OVER. WHEN VE GET 70
THE UNCLOUDED BOTTOM LINE, THE ISSUE 1S SURVIVAL, MR, NAU
SAID THAT KIS SENSE MAS THAT THE VISIT TO BONN WOULD BE
THE VOUGHEST VISIT. THERE WOULD BE A DIFFERENCE IN WHAT
YHE PRESIDENT DOES AT THE NATO SURMIT WHERE SPAIN JOINS,
AND WE EMPHASIZE SHARED VALUES AND THE VITALITY OF THE

1]
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DIRDIS .
FOR DIRECTOR WICK ‘PASS BALDYGA AND SCHNEIDER FROM BEDGES
ALLEANCE. VE MUST SHOV OUR DETERMINATION 10 MOVE AHEAD
ON THE STRATEGIC SIDE. THE DIFFICULTY IS TO DIFFERENTIATE
BETVIIN THE ADDRESS AT THE BUNDESTAC AND WHAT GOES OM AT
WATO. IF NE ASSUME AN EASY ESCAPE BY DEFINING MANAGEMENT
OF VEAPONS AS BEING PEACE, THEN WE ALLOW A POTENTIAL
AGGRESSOR YO ESCAPE THE FEAR OF NUCLEAR WEAPOMS. WR. TUCH
INTERJECTED THAY 1T VAS TERRIBLY DIFFICULT TO MANAGE
NUCLEAR WEAPONS BUT WE HAVE DEDICATED OURSELVES 10 ARMS
NCGOTIATIONS AT GEREVA, THE ST
AR DESTRUCY! R. HEDGES SAID THAT THE
ALTERNATIVES 1O MARXUING THE NUCLEAR WEAPOMS ISSUE WOULD
BE Y0 TIE A CHAIN AROUND OUR NECKS AND L IE DOWN OR

ELSE 70 RIDE THE NLUTRON BOMB DOWN WITH DR. STRANGELOVE,
DIRECIOR WICK STATED THAT IF WE PERMIT THE SOVIETS Y0 HAVE
A FIRST STRIKE CAPABILITY 10 RENDER OUR MISSILES USELESS,”
THEN VESTERN-EVUROREVQULD BECONE LIKE CZECHOSLOVAKIA,
AFGRANI RHANY, WiTH ALL THE FERMENT
AGAINST MISSILE DEPLOTHENT, POLLS SHOW THAT THE GERMANS
VOULD STILL RATHER FIGHT THAN BE EITHER RED-OR-DEAD.

MR. ARNOLD STATED THAT IT VAS CRITIGAL TO UNHAST THE
VERY-UNILATERAL PEACE MOVEMENT WHICH WAS TOTALLY QUIEY
WHEN THE SOVIETS WERE INSTALLING THE SS-28S. THEY ARE
ASKING FOR SLOV STEP-BY-STEP SURRENDER AND THEIR BLUFF
SHOULD BE CALLED, DIRECTOR WICK SAID THAT PERHAPS THE
PRESIDENY COULD USE A CHART SHOWING SS-28 DEPLOYMENT; MR,
WAU POINTED OUT THAT NATO HAD ALREADY DONE THIS. THE
DIRECTOR S$AID THAT THE CHART MOULD SHOV GRAPHIC SYMBOLS
TARGETING EVERY MAJOR VEST EUROPEAN CITY, THE IDEA BEING
THAT YNE UTILIZATION OF THESE WOULD RENDER ANY COUNTER-
FORCE TOTALLY INEFFECYIVE. THE PEACENIKS SAY THAT VITH
ALL THE MISSILES DEPLOYED IN THE LAST 35 YEARS, WMY ARE
fIORE NEEDED? THE SIMPLE FACT 1S THAT 4F THEY ARE UN-
AVAILABLE, THEN EUROPE 1S AT THEIR MERCY, WHICH SEEMS
CRYSTAL CLEAR. MR. ARNOLD COMMENTED THAT YHE PRESIDENT’S
SPEECK THEN WOULD BECOME TOTALLY DIFFERENT FROM WMAT HAD
BEEN DISCUSSED FOR THE PREVIOUS THREE HOURS. THE DIRECTOR
STATED THAT IF VE CAN'T ACHIEVE DEPLOYMENT OF THE CRUISE
AND PERSHING, THE PROELEM OF SPLITTING THE U. S. AVAY FROM
EUROPE WILL APPEAR. .

47. MR, VOINIAK POINTED OUT THAT PEACE DOES NOT EXIST
IN A VACUUM, BUT THAT WE LIVE §N THE REAL WORLD. MR,
ARNOLD SAID YHAT THERE 1S A PROBLEM OF CREDIBILITY ON THE
FIRST STRIKE ARGUHENTS, BECAUSE MANY CONSIDER THE SUB-
MARINES INVULNERABLE, AND VHAT THE ARGUMENTS ARE VERY
CONPL ICATED. '

&8, MR. TUCH STATED THAT THE PROBLEM 1S THAY WE ARE NOT
DEALING VITK A RATIONAL AUDIENCE, TKAT THE PRESIDENT HAS
TO APREAL TO EMOTION WITH RATIONALITY. FIRST OF’lll',

VI ARE WUMBER ONE IN PEACE,“BUT BEING RESPOKSIBLE PEACE-

. WIKS, WE BAVE YO DEAL WITH THE COMPLICATED ISSUES OF
VERIFICATION. W NAVE TO MAKE THE GERMANS AWARE THAT WE
VilL DO EVERYTHIKG IN OUR POVER TOTAXE RATIORAL STEPS
TOWARD DISARMAMENT. IN THE AUDIENCE ARE THOSE WMO BELIEVE
1T 1S BETTER YO BE RED THAN DEAD, WHO ARE FOR UNILATERAL

P

"HOPES AND FEARS OF THE YOUNG.
o

DISARHAMENT, WHO HAVL LIVED ALL YHEIR LIVES IN A FREL
SOCIETY AND DON'T KNOW WHAY §Y IS LIKE TO LIVE 1N POLAND
OR CIECHOSLOVAKIA, THE PRESIDENT HAS 10 SAY THAY VI WILl
NOV HAVE A NUCLEAR HOLOCAUSTY, THAT WI Wil WORK TOWARD

A MORLD AT PEACE. MR, EISENSTADYT POINTED OUT YHAT MANAGE-
HENT OF PEACE IS DIFFICULT FOR DEMOCRACIES BUT THAY WE
SHOULDN’Y VAKE A NEGATIVE TACK., MR. GRADY SAID THAY M
SHOULD NOT OMLY SAY ALL THESE THINGS, WE SHOULD ALSD SHOW
WE HEAN THEM; WE SHOULD POINT OUT TKAT, 1IN FACY,

SERIOUS NEGOTIATIONS ARE TAKING PLACE, MR, NAU SAID THAT
THE GERMAN VISIT WOULD BE THE MOSY DIFFICOLY, SINCE AN
IMAGE EXISTS OF THE PRESIDENT AS A COWBOY AND AS NOT A
PEACE-SEEKER. THREE YHINGS TO CONSIDER ARE: TME
CONCEPTION THAV THE BALANCE HAS CHANGED OVER THE PAST 18
YEARS, THAT WE CAN’T HANDLE THE PROBLEMS, AND TRAT VHE
GERMANS WAVE MEMBERS OF THEIR FAMILIES N EASTERN EUROPE,
MANY GERMANS ARE READY TO ACCOHMMODATE HUMAN CONTACTS

IR ALTERNATIVE SOCIETIES HUCH MORE THAN VE OR THE FRENCH
ARE. MR, NAU SAID THAT HE UNDERSTOOD THIS, ESPECIALLY
BICAUSE KIS FATHER HKAD BEEN AN IMHIGRARY TO THE U. S. FROM
GERMANY AND THAT HE HINMSELF VISITS HIS RELATIVES IN
GERMANY, MANY GERMANS DO NOT THINK THAT ALL 1S REPUGNANT
IX EASTERN EUROPE AND POINT OUT HOW MUCH PROGRESS HAS

BEEN MADE IN CERTAIN ASPECTS OF EAST GERMANY SOCIETY. THE
DIRECTOR AND MR. EISENSTADT SAID THAT WEST GERMANS WEREN'T
VILLING T0 GO TO EAST GERMANY AND LIVE THERE AND THAT
THERE ARE NO EXAMPLES OF GERMANS CROSSING THE BERLIN VALL
FROM VEST TO EAST. - Ca y
4%, MR, TUCH SAID THAT THE PRESIDENT SHOULD ADDRESS THE
AHEASSADOR ARTHUR BURNS
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FOR DIRECYOR WICK PASS BALOYGA AND SCHNEIDER FROM WEDGES :

¥AS SAID RECENILY THAT VE-HAVE GOTTEN NOTHING OUT OF
DETENTE, YHAT )T HAS BEEN A NEGATIVE EXPERIENCE FOR THE
V. $., BUT VI RECOGNIZE THAT THE GERMANS HAVE BEEN ABLE
T0 HAVE A CERTAIN EASING OF THE SITUATION AROUND BERLIN,
CERVAIN CONTACTS WiTH FRIENDS AND RELAYIVES IN THE ERST,
ARD ARE INTERESTED IN MAKING TREIR LIVES EASIER.

MR. EISENSTADT STATED THAT 1T IS YO OUR ADVANTAGE 10
ENCOURAGE EASTERN EUROPEAN VESTED INTERESTS tN HAVING
CONIACTS VITH THE WEST, AS IR HUNGARY. MR. TUCH SAID

VE HAVE YO RECOGNIZE WE MAVE DIFFERENT INTERESTS AND
DIFFERENT PERCEPTIONS OF THESE INTERESTS, THE WEST .
GERMANS CAN VISIT, SEND PACKAGES, A MOTHER CAN COME FROM
EAST GERMANY AND LIVE IN THE WEST, AKD OKE CAN'Y SAY THAT
NOTHING HAS BEEN ACHIEVED. T COULD BE EPHEMERAL, BUY . -
AT THIS POINT IT 1S REAL. MR, SCHHEIDER SAAD THAT T0

PROTECT THE PEACE ONE HAS TO BAVE REALISTIC GOALS IN

MIND. MR, NAU SAID THE TASK IS DIFFICULY; WMITH THEIR

EMPHASIS ON ARNS CONTROL MAYBE WE CAN MENTION DEVENTE.

MR, TUCK DISAGREED AND SAID TO STAY AWAY FRODM 1T, HR.

NAU HUSED ABOUY HOW TO TOUCK YHE UNDERLYING CURRENT N

GERMANY, VHERE RELATIONS EXIST WITH THE EAST. HE VONDERED

OV THIS ASPECT COULD BE TAPPED. MR, TUCH SAID THAT THE

PRESIDENT CAN SAY THAT VE, UNDERSTAND THEMESONCERNS ASOUT e, .
THE VELFARE OF THEIR RELATIVES. DIRECTOR VICK ASKED IF - AT

* THERE VERE ADDITIONAL COMMENTS. MR, PENDERGRAST .
FENTIONED ASAIN THE COMMENT 8Y SCHNIDY ON THE SERIOUS : -

TCOMONIC MALAISE AND CRISIS THAT THE WORLD 1S GOING

THROUGH AMD THAT THE ECONOMIC DIMENSION NEEDED A GREAY

DEAL OF EMPHASIS; ME THOUGK THAT ECONOMIC SECURITY AND - .
PROSPERITY ARE FAR MORE INPORTANT THAN THE PREVIOUS :
DISCUSSION MAD INDICATED,

S5, PR. FERNANDEZ AGREED WiTH PENDERGRAST'S POINT AND ITS

IMPACT ON YOUTH. OK THE ECONOMIC SIDE, WE MUST RENEMBER )

OV SERIOUS UNEMPLOYMENT 1S AND CONSIDER A DANGER ALSO .. - )

THAT THE EUROPEANS VILL THINK THAT PUTTING THE V. S.  : .- _ _ ’

WOUSE IR ORDER WILL BE A PANACEA FOR THEIR PROBLEMS. R .

$1. MR, NAU REMARKED THAT YKAT IS THE LINE THAY SECRETARY ° -

REGAN HAS RECENTLY TAKEM--THAT THEIR OWN DOMESTIC POLICIES

AFFECT THEIR OVN INTEREST RATES, THAT THEIR -INTEREST
\ RATES MAY NOT FALL AS NUCK AS OURS AND THAT THE DOLLAR |

v

¥

WOULD STAY STRONG. KE SAID THAT THE DISCUSSION HAD BEEN

EXTRAORDINARILY KELPFUL TO MIM AND THAT HE WANTED TO -

ENCOURAGE EVERYONE TO CONTINUE PRESERTING THEIR - o

IDEAS, AS THE JOB OF THE PRESIDENT’S COMMURICATING NEEDS S < ¥ .

fUCH MORE ATTENTION. 1T IS HARD FOR US IN OUR FREE , -
SOCIETY Y0 DO SO. ALL OF US IN GOVERNMENT ARE FRUSTRATED ' S
HOST OF THE TIME, BECAUSE VE DON'T FRSEL THAT OUR INPUTS : r . .o
ARE BEING CONSIDERED,, BUT 1T 1S IMPORTANT FOR US-TO » : 5 o
CONTINUE TAKING THEN AKD JOT TO GET DISCOURAGED. THE . ' -

DIRECTOR PRAISED KA. WAU-FgR M1S COMPETENCE AMD CREDIBIL- 3

TTY AND KIS PARTICIPATION IN THE MEETING. MEDGES - .
;n’ ’ - :
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